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REPORT OF INDEPENDENT ACCOUNTANTS

To the Stockholders
Astralabs, Inc.
(Formerly Newchip, Inc.)
Austin, Texas

We have audited the accompanying consolidated financial statements of Astralabs, Inc. and
subsidiary (collectively, the “Company”), which comprise the consolidated balance sheets as of
December 31, 2020 and 2019, and the related consolidated statements of operations, changes
in stockholders’ deficit, and cash flows for the years then ended and the related notes to the
consolidated financial statements.

Management's Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated
financial statements in accordance with accounting principles generally accepted in the United
States; this includes the design, implementation, and maintenance of internal control relevant to
the preparation and fair presentation of consolidated financial statements that are free from
material misstatement, whether due to fraud or error.

Auditor's Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on
our audits. We conducted our audits in accordance with auditing standards generally accepted
in the United States. Those standards require that we plan and perform the audits to obtain
reasonable assurance about whether the consolidated financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the consolidated financial statements. The procedures selected depend on the
auditor's judgment, including the assessment of the risks of material misstatement of the
consolidated financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity's preparation and fair
presentation of the consolidated financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity's internal control. Accordingly, we express no such opinion. An audit
also includes evaluating the appropriateness of accounting policies used and the reasonableness
of significant accounting estimates made by management, as well as evaluating the overall
presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

> Certified Public
Accountants & Consultants
4401 Dominion Boulevard
Glen Allen, VA 23060
T:804.747.0000 F:804.747.3632

www keitercpa.com



Opinion

In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the financial position of Astralabs, Inc. and subsidiary as of December 31, 2020 and
2019, and the results of their operations and cash flows for the years then ended in accordance
with accounting principles generally accepted in the United States.

K titee—
May 29, 2021
Glen Allen, Virginia
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Management’s Plans: The Company's updated strategic plan for 2021 and beyond is
focused on managing a portfolio of subordinate startups and building out new product lines
that will support sales, growth and profitability of its portfolio. These objectives will be
attained by a focused and strategic sales and marketing plan for the Company’s platforms
as well as continuing to develop and advance its technologies through the addition of new
features while protecting intellectual property from competitors. The Company believes
that by raising capital, it will enable it to effectively execute these goals quickly and
continue for a reasonable period of time.

Consolidation: The consolidated financial statements include the accounts of Astralabs,
Inc. and its subsidiary. All significant intercompany transactions and accounts have been
eliminated in consolidation. The Company’s subsidiary ceased operations in 2019.

Basis of Accounting: The accompanying consolidated financial statements have been
prepared on the accrual basis of accounting in accordance with accounting principles
generally accepted in the United States (“GAAP”) as determined by the Financial
Accounting Standards Board (“FASB”) Accounting Standards Codification (“ASC”").

Use of Estimates: The preparation of consolidated financial statements in conformity with
GAAP requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the
date of the consoclidated financial statements and the reported amounts of expenses
during the reporting period. Actual results could differ from those estimates.

Concentrations and Credit Risk: Financial instruments which potentially subject the
Company to concentrations of credit risk consist principally of cash and accounts
receivable. The Company maintains its cash in various financial institutions with balances
that periodically exceed federally insured limits. Accounts receivable is made up of many
customers across various geographic regions.

Accounts Receivable: The Company sells its services to customers on an open credit
basis. The Company's accounts receivable are generally uncollateralized. Management
closely monitors outstanding accounts receivable and provides an allowance for any
balances that are determined to be uncollectible. An allowance was not deemed
necessary at December 31, 2020 or 2019.



in operations.

Capitalization of Website Development Costs: The Company accounts for costs
incurred associated with the development of their website in accordance with FASB
guidance, ASC 350-50, Website Development Costs. Certain costs associated with the
development of a website application and infrastructure may be capitalized as incurred.
The Company capitalized $5,315 related to website development costs for the purchase
of the Company’s domain name during 2020. The Company considers this to be an
indefinite lived intangible asset and assess the need for impairment on an annual basis to
determine whether it is more likely than not that the fair value of the asset is less than its
carrying amount. No impairment was recorded during 2020.

Advertising Costs: The Company expenses advertising and sales promotion costs as
incurred. Advertising expense was $154,945 for 2020 and $100,609 for 2019.

Paycheck Protection Program Loan: The Company’s policy was to account for the
Paycheck Protection Program loan (“PPP loan”) as debt. The Company recorded the PPP
loan as a liability until the loan was entirely forgiven and the Company was legally released,
at which point the amount forgiven was recorded into other income in the consolidated
statements of operations (see Note 12).

Revenue Recognition: Effective January 1, 2020, the Company adopted Accounting
Standards Update (“ASU”) No. 2014-09, “Revenue from Contracts with Customers (Topic
606)” (“Topic 606”), which provides guidance for revenue recognition. Topic 606 affects
any entity that enters into contracts with customers to transfer goods or services. The
update eliminates all transaction and industry-specific accounting principles and replaces
them with a unified, five step approach. The standard’s core principle is that a company
should recognize revenue when it transfers promised goods or services to customers in
an amount that reflects the consideration to which a company expects to be entitled in
exchange for those goods or services.

Accelerator Program: These contracts consist of a single performance obligation and the
Company’s revenue is typically recognized at a point in time when it invoices its customers
and they gain access to the accelerator program and materials. Revenue for the
accelerator program totaled $2,613,904 and $761,080 for 2020 and 2019, respectively.



Economic factors may impact the nature, amount, and timing of revenue recognition.
Customers are evaluated for credit-worthiness prior to acceptance of the contract and
contracts do not include variable consideration or financing components. Substantially all
contracts are completed within one year of acceptance and payment typically is expected
at the start of the accelerator program or on a monthly basis over the term of the
accelerator program. Contract liabilities include deferred revenue of $25,068 at December
31, 2020 included on the accompanying consolidated balance sheets. There was no
deferred revenue at December 31, 2019.

Income Taxes: Deferred income taxes are provided on temporary differences between
consolidated financial statement and income tax reporting. Temporary differences are
differences between the amounts of assets and liabilities reported for consolidated
financial statement purposes and their tax basis. Deferred tax assets are recognized for
temporary differences that will be deductible in future years’ tax returns and for operating
loss and tax credit carryforwards. Deferred tax assets are reduced by a valuation
allowance if it is deemed more likely than not that some or all of the deferred tax assets
will not be realized. Deferred tax liabilities are recognized for temporary differences that
will be taxable in future years’ tax returns.

Income Tax Uncertainties: The Company follows FASB guidance for how uncertain tax
positions should be recognized, measured, disclosed and presented in the consolidated
financial statements. This requires the evaluation of tax positions taken or expected to be
taken in the course of preparing the Company's tax returns to determine whether the tax
positions are "more-likely-than-not" of being sustained "when challenged” or "when
examined" by the applicable tax authority. Tax positions not deemed to meet the more-
likely-than-not threshold would be recorded as a tax expense and liability in the current
year.

Management evaluated the Company's tax positions and concluded that the Company
has taken no uncertain tax positions that require adjustment to the consolidated financial
statements to comply with the provisions of this guidance. The Company is not currently
under audit by any tax jurisdiction.
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Property and equipment consisted of the following at December 31:

Depreciation expense was $6,005 for 2020 and $8,362 for 2019.

Financing Agreements:

During 2020, the Company entered into various agreements with financing companies for
the sale of future receipts. The Company sold future receipts with a value of $370,000 for
a total purchase price of $320,322 with the corresponding discount being recorded as a
deferred financing cost included in other current assets in the accompanying consolidated
balance sheets and recorded to interest expense over the term of the agreements. The
agreements call for a maximum daily percentage of future receipts available for collection
by the purchaser ranging from 3.3% to 8.8%. The future receipts were sold without
recourse. The outstanding amounts payable was $164,918 and deferred financing costs
were $25,203 at December 31, 2020.

During 2019, the Company entered into various agreements with a financing company for
the sale of future receipts. The Company sold future receipts with a value of $165,125 for
a total purchase price of $110,000 with the corresponding discount being recorded as a
deferred financing cost included in other current assets in the accompanying consolidated
balance sheets and recorded to interest expense over the term of the agreements. The
agreements call for a maximum daily collection amount by the purchaser ranging from
$360 to $529 and a maximum monthly percentage of future receipts available for collection
by the purchaser ranging from 10% to 15%. The future receipts were sold without
recourse. The outstanding amounts payable was $74,941 and deferred financing costs
were $4,813 at December 31, 2019.These amounts were repaid in full in 2020.
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sold without recourse. The outstanding amounts payable was $62,988 and deferred
financing costs were $20,258 at December 31, 2019. These amounts were repaid in full
in 2020.

During 2019, the Company entered into financing agreements with various investors of
the Company for an original principal amount of $127,800. The notes are to be repaid on
a quarterly basis at a rate of 10% of the Company’s revenue per quarter, once the loan is
triggered for repayment based on certain revenue thresholds outlined in the agreements.
The notes mature in 2023 and are considered paid in full once each note holder is repaid
a multiple of 1.8 times their original note balance. The corresponding discount is being
recorded as a deferred financing cost included in other current assets for 2020 and other
assets for 2019, in the accompanying consolidated balance sheets and recorded to
interest expense over the term of the agreements. The outstanding amounts payable was
$206,040 at December 31, 2020 and $230,040 at December 31, 2019. Deferred financing
costs were $93,681 and $102,240 at December 31, 2020 and 2019, respectively. These
notes are expected to be paid in full during 2021 and as such, are presented in financing
agreements payable as current liabilities on the accompanying consolidated balance
sheet for 2020.

Notes Payable:

During 2020, the Company entered into a promissory note with an executive of the
Company for an original principal amount of $30,000. The note bears no stated interest
rate. Repayments are due in the amount of $39,000 by December 31, 2021. Amounts
repaid in excess of the original principal amount will be accrued for and charged to interest
expense accordingly. The outstanding balance was $30,000 at December 31, 2020.

During 2020, the Company entered into a promissory note with an affiliate of the Company
for an original principal amount of $50,000. The note bears no stated interest rate.
Repayments are due in the amount of $65,000 by December 31, 2021. Amounts repaid in
excess of the original principal amount will be accrued for and charged to interest expense
accordingly. The outstanding balance was $50,000 at December 31, 2020.

During 2020, the Company entered into a promissory note with an executive of the
Company for an original principal amount of $50,000. The principal balance was due in
March 2021 with $1,000 per month in interest payments due for each month the principal
was outstanding. The outstanding balance was $50,000 at December 31, 2020. The loan
was paid in full during 2021.
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principal and interest payments begin in May 2022. The note matures in May 2050 and
is secured by certain assets of the Company. The full principal balance of the loan was
outstanding at December 31, 2020.

Future principal payments on this note as of December 31, 2020 are as follows:

Year

2021
2022
2023
2024
2025
Thereafter

$ 149,900

During 2019, the Company entered into a promissory note with an executive of the
Company for an original principal amount of $27,000. The note bears no stated interest
rate. Repayments are due in the amount of $35,000 by December 31, 2021. Amounts
repaid in excess of the original principal amount will be accrued for and charged to interest
expense accordingly. The outstanding balance including accrued interest was $32,000 at
December 31, 2020 and 2019.

During 2019, the Company entered into a promissory note with an investor of the
Company for an original principal amount of $19,200. The note bore interest at the prime
rate plus 3% (effectively 7.75% at December 31, 2019). Principal and interest were due
upon maturity, which was defined in the agreement based on certain balances in the
Company’s operating accounts. The outstanding balance on the note was $9,811 at
December 31, 2019. The amount was repaid during 2020.
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2021 or would convert upon an equity financing or change in control event. Upon the
Company completing a qualified equity financing event, the outstanding principal balance
and accrued interest of these notes totaling $1,162,258 converted to 757,379 shares of
Class A-2 preferred stock during 2020. The full principal amount of the convertible notes
was outstanding at December 31, 2019.

Stockholders’ Equity (Deficit):

Pursuant to the Company’s articles of incorporation, the Company is authorized to issue
48,300,000 shares of stock, consisting of 20,000,000 shares of Class A common stock,
8,300,000 shares of Class B common stock, 302,112 shares of Series A-1 preferred stock,
and 7,215,132 shares of Series A-2 preferred stock each at $0.0001 par value per share.
The remaining 12,482,756 shares of preferred stock at $0.0001 par value per share are
authorized, but not yet designated to specific class a preferred stock.

The Company has 4,449,035 shares issued and 3,456,493 shares outstanding of Class A
common stock at December 31, 2020 and 2,955,017 shares issued and outstanding of
Class A common stock at December 31, 2019. The holder of each share of Class A
common stock is entitled to one vote per share. The voting, dividend, and liquidation rights
of the holders of the Class A common stock are subject to and qualified by the rights,
powers and preferences of the holders of the preferred stock.

The Company has issued and outstanding 8,300,000 shares of Class B common stock at
December 31, 2020 and 2019. The holder of each share of Class B common stock is
entitled to ten votes per share. The voting, dividend, and liquidation rights of the holders
of the Class B common stock are subject to and qualified by the rights, powers and
preferences of the holders of the preferred stock.

The Company has 135,165 shares issued and outstanding of Class A-1 preferred stock
at December 31, 2020. No shares of Class A-1 preferred stock were issued or outstanding
at December 31, 2019.

The Company has 7,215,799 shares issued and outstanding of Class A-2 preferred stock

at December 31, 2020. No shares of Class A-2 preferred stock were issued or outstanding
at December 31, 2019.
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cumulative vested restricted shares was 2,782,483 and 1,732,517 at December 31, 2020
and 2019, respectively. The fair value of the Class A restricted common shares issued
during 2020 for which stock compensation expense was recorded was determined to be
$0.82 per share at the time of grant. Total stock based compensation recorded during
2020 was $13,709. The fair value of the Class A restricted stock issued during 2019 was
determined to be nominal and therefore the par value of $14 was recorded as stock based
compensation for financial reporting purposes in 2019.

During December 2020, the Company implemented a 2020 Stock Plan approving the
issuance of stock options with the purpose of attracting and retaining key personnel. The
Plan authorizes the issuance of up to 5,173,800 shares of Class A common stock. The
plan has a term of 10 years. No options were issued under this plan during 2020.

SAFE - Future Equity Obligation:

The Company had various Simple Agreements for Future Equity (“SAFE”) outstanding for
a total amount of $2,623,492 at December 31, 2019. The SAFEs did not bear interest and
would convert upon any of the following events: equity financing, liquidity event,
dissolution, or termination of the SAFE which would occur if any of the previous events
took place or the SAFE was settled by the Company in stock or payment of amounts due
as defined in the agreement. During 2020, due to a qualified equity financing event, the
Company converted the outstanding balance of $2,623,492 into 6,479,487 shares of Class
A-2 preferred stock. The outstanding balance of the SAFEs was $2,623,492 at December
31, 2019.

Related Party Transactions:

During 2020 and 2019, the Company entered into various note agreements with
executives, investors, and other related parties (see Note 4).
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1.

expense was $75,360 for 2020 and $47,524 for 2019.
Income Taxes:

The Company has federal and state net operating loss carry forwards of approximately
$4,500,000 at December 31, 2020, available to offset future taxable income in accordance
with the Internal Revenue Service regulations.

Management believes that a full valuation allowance is appropriate given the current
estimates of future taxable income, as well as consideration of available tax planning
strategies. The ultimate realization of the net deferred tax asset is dependent upon the
generation of future taxable income during periods in which temporary differences become
deductible.

Licensing Agreement:

Effective December 2019, the Company entered into a licensing agreement as the licensor
of its developed source code and software. The Company first receives a monthly
payment equal to 25% of the licensee’s revenue up to $150,000 and an additional fee
equal to 1% of the licensee’s revenue up to $1 million through the remainder of the
agreement period. The agreement is effective during the period from December 1, 2019
through March, 31, 2021. The licensing fee earned for 2020 was $25,461 and is included
in other income on the accompanying consolidated statements of operations. The
licensing fee earned for 2019 was considered immaterial to the consolidated financial
statements.

As part of the licensing agreement, the Company is eligible to receive a 5% ownership
stake in the licensee’s business if the licensee reaches $150,000 in payments to the
Company by March 31, 2021.

In conjunction with the license agreement, the Company received 110,619 warrants
entitling the Company to purchase preferred units at an exercise price of $2.26 of the
licensee and expiring in December 2021. Management determined the fair value of the
warrants to be immaterial to the consolidated financial statements.

16



13.

mookt s e h o pe o AT kAt il e FY
ST LS uaPTi G wr i L it F

The Company applied for and was approved for one PPP loan totaling $135,100. The loan
was funded in April 2020. The loan accrued interest at 1.0% but payments were not
required to begin for ten months after the end of the period covered by the loan. The
Company was eligible for loan forgiveness of up to 100% of the loan, upon meeting certain
requirements. The PPP Loans was uncollateralized and was fully guaranteed by the
Federal government.

As of December 31, 2020, the Company had used all of the loan proceeds for qualifying
costs for the loan. The Company applied for and was approved for forgiveness; therefore,
the forgiveness of the loan is recognized as other income on the accompanying 2020
consolidated statements of operations.

Subsequent Events:

Management has evaluated subsequent events through May 29, 2021, the date the
consolidated financial statements were available to be issued, and has determined there
are no additional subsequent events to be reported in the accompanying consolidated
financial statements other than disclosed below.

Effective February 2021, the Company amended its articles of incorporation to authorize
752,106 shares of preferred stock be designated as Series A-3 preferred stock at $0.0001
par value per share.

Through April 2021, the Company raised $1,071,135 through the issuance of 527,849
shares of Class A-3 preferred stock. The Company also issued warrants for the purchase
of 202,368 shares of the Company’s Class A-3 preferred stock.

Through May 2021, the Company issued 2,048,920 options under the 2020 Stock Plan.
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